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1. PURPOSE. This circular prescribes policy and procedures for

—+

preparing timelé and quality responses to audit reports
Issued by the Ofice of Inspector Ceneral (4G, fice of
Audit Services, and the GCeneral Accou,ntln? Ofice (GAO.
Quidance is also provided for responding to OG requests for

i nformation.

2. AUTHORITY. This circular is established in accordance wth

the requirenents of Public Law (P.L.) 95-452, "Inspector

CGeneral Act of 1978," P.L. 100-504 "Quidelines for

| mpl enentation of the Reporting Requirenents Under the

| nspector Ceneral Act Amendrments of 1988," P.L. 67-13,

"Budget and Accounting Act of 1921," and the O fice of

Managenent and Budget (OMB) Grcular A-50, "Audit Followp."

This circular conforms to audit resolution and followp

Elgllm es and procedures established by the Departnent of
alth and Human Services (HHS) and the Public Health

Service (PHS).

Di stribution: Igggan Health Mailing Key (PSD 557)

Dat e:

May 30,
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3. Policy. The tpro.cedures described herein a(psply to all |HS
enpl oyees in their interaction with the OG and the GAQ
Managers and supervisors at all levels in the IHS are
accountable for their staff's conpliance with these
procedures.

4., THE O G The mssion of the OGis to pronote the econony,
efficiency, effectiveness, and integrity of HHS prograns b
elimnating fraud, waste, abuse, and mismanagenent. ~ The
Is conprised of the follow ng three divisions:

A,  office of Audit Services. The Ofice of Audit Services
§OAS) conducts oversees, and é)row des policy direction
or conprehensive financial and performance audits of
HHS prograns, operations, grantees, and contractors.
The pr|rrar%/. objective of these audits include detecting
and preventing fraud and abuse in HHS programs and
operations; identifyi n? systematic weaknesses that
augment opportunities for fraud and abuse; and advising
the Secretary of HHS and the Congress about problens
and deficiencies identified in HAS programs and
operations. The QAS is the focal point for financial
audit activity within the HHS and provides overall
Ieadershlp and direction in carrying out the .
Departnment's responsibilities under the Chief Financial
Oficers Act (CFOA) relating to financial statement
audits and the Federal Managers' Financial Integrity
Act (FMFIA) on management controls.

B. e of igat The mssion of the Office of
| nvestigations (01) is to protect the integrity of HHS
Brogram_s and the well-being of legitimate HHS
eneficiaries by investigating allegations of fraud and
abuse by service providers and illegal benefit seekers.
| nvestigations by the 01 can result in crimnal
prosecutions, admnistrative sanctions, and civil
actions against wongdoers, including nonetary
penal ties and exclusion from HHS prograns.

C. Ofice of Evaluation and |nsFect|ons The Ofice of
Eval uation and Inspections (CEl) conducts rapid .
evaluations (called inspections) of HHS admnistrative
and program operations and Procedures. The inspections
provide policy nakers with tinely and accurate
Information, ‘and analysis and advice for use in
inproving: the efficiency and effectiveness of _
rograns, the qualltx{1 of “service that prograns provide
herr clients, and the laws and regulations that govern
the progranms.
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5. THE GAO. The GAO was established in 1921 under the "Budget
and Accounting Act of 1921, " as an Agency independent of the
executive-departnments. Under the control and direction of
the Conptroller Ceneral of the United States, the goal of
the GAOis to meet the needs of the Congress by furnishing
audit and evaluation services that are useful, objective,
accurate, and available when needed. The GAO investigates,
at the seat of governnent or elsewhere< all matters relating
to the receipt, disbursenent, and application of public
funds. The GAO audits and reviews are conducted In response
to requests from Congressional commttees or individual
menmbers of Congress.

6. RESPONSI BI LI TI ES.

A.  Headquarters.
(1) Director THs The Director, IHS is resgo_on_si bl e
for: Héa) designating a top managenent official in
the IHS to oversee audit followp, including
resolution and corrective action, (b) assuring
that managenent officials throughout t he Agency
understand the value of the audit process and are
responsive to audit reconmendations, and
éc& assuring that the A%ency conplies with the
GAO recommendations to prevent waste, fraud,
abuse, or msnmanagement of government resources.

The Special Assistant to the Director of
uaaﬂaa.arx.e:s_e%er.a:.hpns. The Special Assistant to
the Director of Headquarters Qperations I_lgDI-IO)
Ofice of the Drector, serves as the | poi nt of
contact for scheduling and coordinating entrance
and exit conferences with the OG GAO ~ The
Special Assistant to the DHO ensures that the

G GAO staffs do not short-cut or circunvent
their own established procedures for interacting
with the IHS

In the absence of the Special Assistant to the
DHO The Chief, Mnagenent Control Branch (MB),
DIVPt, a%ssumes the responsibility as agency point of
contact.

(2)

(3) Associate Director Ofice. of adnministration and
Management. The Associate Director, Ofice of
Adm nistration and Mmnagenent (CAM), as the
Agency's Executive Oficer, is responsible for
ensuring: (a) that systenms of audit followp
resolution and plannéd corrective actions are
docunented and i1nplemented, (b) that timely
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responses are nade to all audit reports, (c) that
"di sagreements between the O'G GAO and the | are
resolved, and (d) that all corrective actions are
conpl et ed.

4) Divisian nage ic The staff in the

(4) Division o I\/hnagemant_ o_|c3}/ %DIVP? OAM is
responsible for coordinating the |HS conments on
O G GO audit reports and the necessary followp
action; and assuring that the IHS responses are
appropriate, fully Tesponsive, and submtted in a
tinmely manner. e staff distributes copies
of the OX/GAO audit reports to the Area and
Associate Directors for review and coments.

(5) IHs Program/ Function Managers  The |HS program
managers are responsible for reviewng and
anal Yzmg audit reports, providing conpleted and
timely responses to the audit organizations
(O0GFGAO through the DWP, and taking corrective
actions when appropriate. The program nanagers
are responsible for neeting the deadlines and
format requirements for su mttmg coment s and
foll owup reports established by the DWP. This
conpliance allows tine for the necessary review,
%ear?nce, and signature by the Associate

rector,

Wien | HS program rrana(]:]ers disagree with an audit
recommendation or an I'HS response, the matter
82!31” be resolved with the Associate Director,

Aarea Directors The IHS Area Directors are responsible
for responding directly to the O G GAO when the review
is in the informal reporting stage. The informal
reporting stage is when the audit organization has
conpleted an audit of an IHS Area office program and
has requested coments directly from the Area office
PI’IOI’ to issuance of a consolidated report. A copy of

he responses to the audit agen('\%Bby the Area Directors
must be provided to the Chief, ,  DVP.

The Area Directors are responsible for submtting
cooments on the draft and final O d GAO reports and
K/grBrpl)SN%g with the deadlines established by the Chief,
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I, Q.G GAO AUDIT AND—EOLLOAUR PROCESS

A

Entrance- Priortoan OGGO audit; the
audi t agenc?/ s%ould_ conduct an entrance conference wth
key IHS staff. During the entrance conference the

purpose of the audit 1s explained. The IHS is then
given an opportunity to provide feedback on the
racticality of the audit_and the appropriateness of
he review nethodol ogy. The IHS may al so suggest which
|HS Areas or facilities should be reviewed.

Reviews Audit agencies conduct reviews on-sight or by
requesting information and docunents to be mailed to a
specific office. The IHS enployees who are contacted
by the OG GAO auditors nust provide the information
requested to the extent it is available.

Exit Conference After an audit is conpleted, and
prior to issuance of a draft report, the OG GO is
supposed to conduct a closeout session or exit
conference with the audited agency. The purpose of the
exit conference is for the auditors to explain the
Prellmnar findings and to give the IHS ﬁn opP?rtunlty
0 respond to the prelimnary flndlngs. This allows
for a clearer and nore accurate draff report.
0IG/GAO Audit Reportin and Followup—Rrocess The
audit agency issues draft and final reports for each
audit conducted. Wen a report is issued, a request
nts is received fromthe Chief, Cost and Audit
Managenent Branch (CAMB), Public Health Service (PHS).
The requests are in the form of a note addressed to the
Director, DMP, and to the Ofice of the Drector, IHS

1) Draft Report The IHS is given an opportunity to

@ conment gn draft audit reports. Conments by the
| HS may correct information contained in the
report,” or will assist the audit agency in ,
clarifying an audit finding. The 'HS Tust submt
its coments to the CAMB wthin a specified time
?enod. ~The tinme periods may vary depending on
he sensitivity of the audit” findings or the
ur%ency for the IHS to inplement corrective
actions Usually 30 to 45 calendar days is
allowed for the PHS to submt a response to the
audit agency. Depending on the deadlines inposed
on the PHS by the audit agency, the Chief, :
DVP establishes deadlines for the IHS conments on
the draft report. The IHS comments on draft



Page 6 INDIAN HEALTH SERVICE Cl RCULAR NO 95-12 (05/30/98)

reports nust include corrective actions that
describe how the IHS will inplement the O G GAO
recomrendat i ons.

2y Final t A final report is usually issued b
2) t he aud'?tepé)grenc within 90 cal endar day>s/ after y
recei pt of the | comrents on a draft report.

The PHS is then allowed up to 60 cal endar days to

submt comments on the final report. Depending on

the deadlines inposed on the PHS by the audit

agency{], the Chief, MXB, DM establishes deadlines
e

for t | HS comments on the final report. The |
comments nust include information on the status o
corrective actions to inplement the O d GAO
recommendations. The | program managers mnust

make every effort to bring thé reports to closure
V\th? one year after issuance of the final
report.

The Associate Director, GAM in his/her capacity
as the Agency Managenent Control Oficer,
determnes if the OG GAO audit report would
constitute an "alternative managenent control
review' under the FMFIA.  This determnation could
I npact the nanagenent control review (MCR) cycle
of a function |rsted in the IHS managenent control
plan. During future MCRs, conpliance wll be
measured for adherence to the QG GAO
reconmendations to which the IHS has agreed.

(3) AuDit—followp_Stat orts After the IHS has
submtted conments on t final report, and

recommendations renmain open after six nonths, the
report makl go into audit followup. The IHS is
required to report quarterly on the status of
corrective actions until each of the
recomendations have been inplenented.

Requests for the audit followp reports are
received from PHS in the same manner as requests
for the draft and final reports. The CAMB, PHS,
usual ly requires these reports to be submtted by
the | within 30 calendar days after the end of
each quarter. The DWP staff notifies the |HS
program managers of inpending due dates prior to
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the end of each quarter that a audit followp
report is due. This notification advises that the
rePorts are due in the DWP within 10 working days
after the end of each quarter.

8. le_amudas_’rs FOR _INFORMATION  The |HS enpl oyees who are
contacted by O G auditors nust provide tHB |%?ormat|on
requested to the extent it is available. The information
rovi ded nust be conplete, accurate, and cleared by a

vision Director, Associate Director, or Area Drector. A
copy of the conpleted formentitled, "Notification of
Documents Requested by the O G (see Exhibit D), must be
provided to the Executive Secretariat, |HS, Headquarters.

9. EFEECTIVE DATE.  This circular is effective upon the date of
signature by the Director, IHS -

Michael H. ., MP.H
Assistant Sk _
Director, Indian Health Service
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FORVAT FOR COWENTS - DRAFT REPORTS

PUBLIC HEALTH SBERVICE (PHS) COMMENTS ON THE OFFICE
INSPECTOR GENERAL (OIG) (or GENERAL ACCOUNTING OFFI CE OF
DRAFT REPORT, “TITLE OF REPORT," COMMON o

IDENTIFICATION NUMBER (CIN)
General Comments (If anv)

Comment s regar di n% the merits of the review, the
practicality of the review, or the manner in which the

review was conducted should be made here.

QG (ar GAQ _Reconmendat | on(s)

Transcribe (word for, word) each of the recommendations
made by the audit agency fromthe draft report to this
section of the IHS coments.

PHS Comments (To the O @ GAO_reconmendati ons)

In this section of the comments the IHS is afforded the
opportunity to convey if W concur or if w do not
concur with the fin mgs and recommendations included
in the audit agency's draft report.

e If the IHS concurs with each of the witten
findings and reconmendations, information nust be
provided here regarding the IHS plans to
I npl enent necessary corrective actions and the
projected dates (nmonth and year) for conpletion of
each corrective action. Corrective actions for
each recomendation nust be realistic, well
PI anned and described concisely in this section of
he IHS coments.

Rationale for the I'HS not concurring with any one
of the witten findings and recomendations nust
be included in this section of the IHS coments.

Iechnical Comments (If any)
Cte pages and paragraph nunbers of the draft report
that require technical corrections. The | SHBG
s and shou

specific in its requests for correction
suggest replacenent text for the final report.
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FORVAT FOR COMMENTS - FINAL REPORTS

Transcribe (word for word) each of the reconmendations
made by the audit agency fromthe final report to this
section of the IHS coments.

PHS Comments (To the OIG/GAQ recommendations)
In this section of the comments the IHS is afforded the

opportunity to convey if W Concur or if W do not
concur with the findings and recomendations included

in the audit agency's final report.

|f the IHS concurs with each of the witten
findings and recommendations, information nust be
provi ded here regarding: the IHS plans to

| npl ement necessary corrective actions; the
projected dates (month and year) for conpletion of
each corrective action; and a report of IHS
progress toward conpleting each corrective action.
Corrective actions tor each recommendation must be
realistic, well planned and described concisely in
this section of the IHS coments.

Rationale for the IHS not concurring wth any one
of the witten findings and recommendations nust
be included in this section of the IHS comments.
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FORMAT- AUDIT FOLLOAUP REPORTS

Note: This report is required for each quarter that a corrective

action proposed by the IHS remains open. The corrective actions
to inplement audit agencies' recommendations are included in the
Justification and Approach" docunent (G rcular Exhibit 95-00-C

page 2).

AUDIT FOLLOWUP STATUS _REPORT
EOR _THE QUARTER ENDING (MONTH, DAY, & YEAR)

INDIAN HEALTH SERVICE
STATUS SUMMARY

RECOMMENDATI ONS
C m

ff?é%hRED PRé%ROUS Tﬁﬁ% RENAﬁNING

QUARTERS QUARTER OPEN

QG RFPORT

CIN:
"Title of Report”

Colum 1 - cite the nunber of audit agency recomendations
0

C
fromthe final report in which the IHS concurred

Colum 2 - Gte the nunber of recommendations that were
conpleted by the |HS(?YIOY to the beginning of the
quarter being reported.

Colum 3 - Cite the nunmber of reconmendations conpleted
by the IHS during the quarter being reported

Colum 4 - Cte the nunber of reconmendations that remain to
be conpleted by the IHS as of the end of the quarter
being reported.
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FORVAT- AUDIT FOLLONUP REPORTS

aupil FQ LOANP STATUS REPORTS
FCR_THE QUARTER_ENDING (MONTH, DAY, & YEAR)

INDIAN HEALTH SERVICE

OX/ GAO Report: "Title of the Report" (CIN)

JUSTIFICATION AND  APPROVAL

e (Cte the title of the QG GAO report and the number of
recomrendat i ons.

Transcribe (word for word) each of the recomendations nade
by the audit agency in the final report here.

e Each of the witten findings and recomendations included in
the final report that the THS concurred with nust be
included in this section.

e Describe the action to be taken by the IHS to inplenent each
of the %udlt agency's recomendations on which the IHS
concurred.
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FORVAT- AUDIT FOLLOAMUP REPCRTS

auprT FQ LONP STATUS REPORT
FOR THE QUARIER_ENDLNG (MONTH, DAY. & YEAR)

sUMMARY OF PROCGRESS
OIG/GAO RECOMMENDATION #(cite the recommendation number):

Transcribe the recommendation nmade by the audit agency in
the final report here, word for word.

Acti step |
Transcribe the corrective action that is proposed by the IHS

exactly as it was witten in the "Justification and
Approach' section (see CGrcular Exhibit 35-00-C).

St at us:

A Dbrief and concise description of the progress made by the
|HS to conplete this action step during the quarter belng
reported must be provided here. Al information included
here nust be specific to the proposed action.

Include a statenent of ACTION PENDING or ACTION COWPLETE as
appropriate.

Acti S T E:P 2

If nmore than one action step has been proposed by the IHS to
inplenent an audit agency reconmendation, a report on the |HS
progress and the status of the action nust be conpleted in the
sane manner as the report on Action Step |. Action Ee s are
listed in sequential order in the quarterly audit f_o? oe\up
reports, regardless of the audit agency recomendation nunber

to which they apply.

QIG/GAQ RECOMMENDATION #(cite the recommendation number:

Repeat the above format for each subsequent recomendati on.
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FORMAT - AUDIT FOLLOMIP REPCRTS
AuDxT FQ | OMP_STATUS REPCRT
EOR THE QUARTER (MONTH, _DAY, _& YFAR)
INDIAN HEALTH SERVICE
TIME-PHASED CORRECTIVE ACTI ON

OBJECTI VI%: State the objective that is to be achieved as the
result of all of the corrective action steps being conpleted and
all of the recommendations inplenented.

MILESTONES EY 95 EY 96
ONDJFMAMJIJAS ONDJF

Actjon StEP 1

(Transcribe the action

step proposed by the .
the IHS trom thé **Justification
and Approach" section.)

Compl eted or Pending
Action Step 2

(Ttranscri be té]eb ac%ihon

step propose e

thepIElS F?‘rom tﬁ/e "Justification
and Approach" section.)

Completed O Pending
Action Step 3

(Transcribe the action

step proposed by the .
the |HS Tromthe @Justification
and Approach" section.)

COml eted or Pending

Note: . Indicates action pending conpletion.
I ndi cates action Conplefed.
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FORMAT- RECORD OF DOCUMENTS/ | NFCRVATI ON TRANSM TTED

NOTI FI CATI ON OF DOCUMENTS REQUESTED BY
THE OFFI CE OF | NSPECTOR GENERAL,
Date of request for docunents(s):

Name, phone nunber, Q.G Ofice and address of QG
representative requesting |HS documents:

DocurrentsSs) requested (attach a second sheet if nore room
IS needed):

Yes No These docunents are conplete and. may be
sent to The UG without review by another IHS Ofice.

|f you reconmend review of docunments by another IHS Ofice
or the Director of Headquarters Qperations, please list: 1)
office(s) that should review the docunent, 2) reason(s) for
the recommended review.

Of £} to Revi .

WO —

1.
2.
3.

Signature Dat e

D vi Si on Ofice



